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the project property’s useful life, using
a 10-percent salvage value; and

(2) The current market value of ap-
purtenant limited access privileges or
transferable limited access privileges
vested in the name of the obligor, the
subject vessel or their owners, provided
that such privileges are utilized by or
aboard the subject vessel and will be
pledged as collateral for the subject
FFP financing.

(b) The actual cost of a facility shall
be the sum of:

(1) The total cost of the project, not
including 1land, depreciated on a
straightline basis over the Project
Property’s useful life, using a 10-per-
cent salvage value;

(2) The current market value of the
land that will be pledged as collateral
for the subject FFP financing, provided
that such land is utilized by the facil-
ity; and

(3) The net present value of the pay-
ments due under a long term lease of
land or marine use rights, provided
that they meet the following require-
ments:

(i) The project property must be lo-
cated at such leased space or directly
use such marine use rights;

(ii) Such lease or marine use right
must have a duration the Program
deems sufficient; and

(iii) The lease or marine use right
must be assigned to the Program such
that the Program may foreclose and
transfer such lease to another party.

(c) The actual cost of a transferable
limited access privilege shall be deter-
mined as follows:

(1) For financing the purchase of lim-
ited access privileges, the actual cost
shall be the purchase cost.

(2) For refinancing limited access
privileges, the actual cost shall be the
current market value.

(d) The actual cost of any Project
that includes any combination of items
described in paragraphs (a), (b) or (c) of
this section shall be the sum of such
calculations.

§253.17 Insurance.

(a) All insurable collateral property
and other risks shall be continuously
insured so long as any balance of prin-
cipal or interest on a Program loan or
guarantee remains outstanding.
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(b) Insurers must be acceptable to
the Program.

(c) Insurance must be in such forms
and amounts and against such risks the
Program deems necessary to protect
the United States’ interest.

(d) Insurance must be endorsed to in-
clude the requirements the Program
deems necessary and appropriate.

(1) Normally and as appropriate, the
Program will be named as an addi-
tional insured, mortgagee, or loss
payee, for the amount of its interest;
any waiver of this requirement must be
in writing;

(2) Cancellation will require adequate
advance written notice;

(3) The Program will be adequately
protected against other insureds’
breaches of policy warranties, neg-
ligence, omission, etc., in the case of
marine insurance, vessel seaworthiness
will be required;

(4) The insured must provide cov-
erage for any other risk or casualty the
Program may require.

§253.18 Closing.

(a) Approval in principle letters. Every
closing will be in strict accordance
with a final approval in principle let-
ter.

(b) Contracts. Promissory notes, secu-
rity documents, and any other docu-
ments the Program may require will be
on standard Program forms that may
not be altered without Program writ-
ten approval. The Program will ordi-
narily prepare all contracts, except
certain pledges involving real property
or other matters involving local law,
which will be prepared by each obli-
gor’s attorney at the direction and ap-
proval of the Program.

(c) Additional requirements. At its dis-
cretion the Program may require serv-
ices from applicant’s attorneys, other
contractors or agents. Real property
services required from an applicant’s
attorney or agent may include, but are
not limited to: Title search, title insur-
ance, mortgage and other document
preparation, document execution and
recording, escrow and disbursement,
and legal opinions and other assur-
ances. The Program will notify the ap-
plicant in advance if any such services
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